AUDITRISK

AND
LESSONS LEARNED

Lisa Tucker
Senior Compliance Auditor
Office of the Legislative Auditor

Where To Get Information
or Send a Cry for Help

Legislative Auditor’s Website located at
www.lla.state.la.us
— Public Assistance Guide
— Link to FEMA's website (44 CFR)
— Link to LOHSEP (Red Book)

— Link to Louisiana Public Assistance
website (State Reimbursement Forms)

— Request Information (Specific Question)




General Information

m FEMA is a reimbursement program
= Expenses must be incurred

m Large Projects

— Reviews to determine eligible costs in
compliance with State and Federal Regulations
were conducted with exception to the following:

m Expedited PW's

» Amounts received in excess of expenses must be
returned with interest

= There are 50 plus Applicants who have not
substantiated their expedited funds

Small Projects

m Small projects are not reviewed prior to payment;
by law they are paid and compliance is determined
at project close-out.

m Same types of audit risks (greater) as large projects

m Must determine that the work was completed in
accordance with the scope of work

m Amounts paid to the Applicant in excess of actual
expenditures are not required to be returned.




Debris Removal

Removal of debris on public and in very
limited cases private property
— Includes: trees, building wreckage, vehicles,
personal property, sand, mud, silt, and gravel
m Emergency period — Cut and Push
— Moving debris to the sides of the road
— Normally this period lasts for 72 hours

— Lasted approximately 2 weeks for this disaster
(depending on area)

— The Applicant was able to use any available
resources without proper procurement

Debris Removal

After Cut and Push — Removal of debris
from the sides of the road to the
temporary and permanent reduction
sites
— Applicant responsible for following

procurement procedures (Federal and

State); provide bid tab and executed
contract if in excess of $20,000.00




Debris Monitoring

m Service
m Required by FEMA

m Can use Force Account Labor or
Contract Labor

m Contract must be put out on RFP if
over $100,000.00

Debris Removal and Other Contracts

Audit Risks

Procurement Procedures were not followed
— Debris Removal (other) Contracts — Not bid (S)
— Debris Monitoring Contracts — RFP (F)
— Debris Contracts (other) in direct violation of 44

CFR 13.36 were executed with vendors

= Time and Materials Contracts (if no other option) must
contain a not-to-exceed clause.

= Cost/Plus Contracts




Debris Removal and Other Contracts

Lessons Learned

The Work is done — What happens now?
— The Applicant’s are getting an education

— Reimbursement process is extended (additional reviews
and info are required)

m Review conducted by the State Coordinating Officer to
determine the amount to be paid

— Amount of reimbursement may be reduced to reasonable
rates as determined by the State

— Contracts in violation of State and Federal laws

— Results: Findings, additional reporting requirements, and
the Applicant may incur a loss

Force Account Labor

Audit Risks

m Applicants FAL Summaries are not a reflection of
their payroll (have not been reviewed).

— In some cases the FAL Summary is going to
reflect hours worked that are less than the hours
claimed on payroll records (compliance with
FEMA information sheet 3 version 4).

— Watch for FAL Summaries which are greater
than the payroll records.

— Result: Findings, additional reporting
requirements, and the Applicant may incur a loss




Force Account Labor

Lessons Learned

— The Applicants are learning that FEMA will only
reimburse them for hours worked.

— If the Applicant normally pays employees to be
on call (eat, sleep, or take breaks), they can pay
them but these hours will not be reimbursed by
FEMA.

= This may be appealed as a violation of the Fair Labor
Standards Act.

Force Account Equipment

Audit Risks

= Equipment claimed in operation when there was no operator
at work (sampling was done)

= Equipment was not used but claimed

= Equipment claimed which does not exist in the Applicant
inventory

m Altering the specifications of the equipment to increase
reimbursement

m Equipment purchased and then claimed on the FAE Summary

» Fuel/Maintenance expenses for the equipment claimed
(included in the equipment rate)

= Result: findings and additional reporting requirements




‘ Materials and Rented Equipment

Audit Risks - Materials
m Items purchased that were not used for the disaster
m Items purchased in excess of amounts needed for the disaster

m Items purchased to repair or replace property which was not
damaged by the disaster

m Items used from inventory that were not used for the disaster
= Overstating inventory quantities to increase reimbursement
m  Equipment purchased and then claimed on the FAE Summary

Audit Risks — Rented Equipment
m  Equipment Rented which was not used for the disaster
m»  Equipment Rented which was not used for a public purpose

m Results: findings, additional reporting requirements.

Local Government Budget Act

m Applicants must comply

m If funds received or expenses incurred are
greater than 5% of revenues or
expenditures, budget must be amended.

— Note: some home rule charters have the
percentage lowered to 3%

— Meeting to adopt requires 24 hour notice
= Applicant did not comply:

— Result: findings, additional reporting
requirements, and the Applicant may have
expenses in excess of revenues for year end




Preparation for Hurricane
Season 2006

m Lets educate the Applicants to make it easier on all of us next time.
— Written overtime policy
Written disaster policy
= This will be a regular audit finding for these disasters.
— The policy should identify critical employees who may be called back or asked to stay
in the event of a disaster.
— If and how the declaration of a disaster affects pay policy.
— Current inventory of materials and supplies

= This should include a list of current vendors which can be used to order from
during the emergency period.

— Critical data is properly identified, backed up, and stored to ensure safety
— Memo of extenuating circumstances does not suffice for permanent work
= Make sure they understand State and Federal procurement procedures and State
Bid Law and that these procedures are required to be followed.
— Consider entering into pre-disaster properly procured contracts which are
in compliance with State and Federal Regulation for debris removal,
monitoring, and engineering services.

LouisianaPA.Com

m Request in your engagement letter that the Auditee
has their log-in and password for PA.com
established prior to beginning your audit.

m If the Applicant provided an e-mail address when
they submitted their RPA, they were emailed their
log-in and password.

— If they do not have the information they should call the
help desk number on the homepage of the website.

= PA.com will provide you with:

— Obligated PW for the Auditee;
— Expenses entered;

— Payments made; and

— Issues




Log-in Page
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Disaster Specific Guidance and Information
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Projects Page
Shows all PWs and Status
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Payments page
Click on pen and paper icon to view details
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Breakdown of payment
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